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Payment for Services -	 Prospective Reimbursement Plan for Nursing Care 
Facilities 

( 4 )  	Compensation of alladministrativestaff whoperform no 
duties which are related to the nursing facility or its 
home office and who are neither officers nor owners of the 
nursing facilities or itshorn? office 

(B) Indirect Cost: 

(1) 	 Capital, rental, maintenance supplies/repairs and utility 


costs which are normally or frequently a part of a nursing

facility.Thiswouldinclude, for example,kitchen and 

laundry facilities. 


(2) 	 Home office costs except for salary and fringe benefits of 
personnel Accounting and data processing staff which are 
allocated by acceptable methods are direct costs when the 
work performed is specific to the related organization that 
provides a direct care serviceor product to the provider. 

(3) Compensation of all administrative staff who perform an;: 

duties for the nursing facility1: its hone office. 


4 4 )  	All compensation of ail officers and owners of the nursing 
facility or its home office,or ;;rent corporation. 

Therelatedorganizationmust file a MedicaidCoststatement 
their costs. adjustmentsto
(DfIA-4063) identifying costs, 

allocation or’ costs, equity capital, adjustments to equity capital, 
and allocations of equity capital along with the nursing facilities 
cost report A home office, or parent company gill be recognized 
asarelatedorganization.auditablerecordstosupportthese 
costs must be made available to staff of the Division of Medical 
Assistance and itsdesignatedcontractauditors.Undocumented 
costs rill be disallowed. 
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Itis thenursing facility's responsibility to demonstrate by

convincing evidence to the satisfaction of the Division of Medical 

Assistance that the criteria in the Provider Reimbursement Manual, 

Section 1010, has been metin. order to be recognizedas an 

exception to the related organization principle. 


when a related organization is deemed an exceptio?; (1) reasonable 

charges by the related organization to the nursing facility are 

recognized as allowablecosts;(2) receivables/payables from/to 

the nursing facility and related organization deemed an exception 

arenotadjustedfromthenursing facility's balancesheet in 

computing equity capital. 


(e) Auditing and Settlement. All filed cost reports must be desk audited 
and interim reimbursement settlements made in accordance with the provision of 
thisplan.Thissettlement isissuedwithin 180 daysof the date the cost 
report was filed or within 180 days of December 31 of the fiscal year to which 
the report applies, whichever is later. The state may elect to perform fieid 
audits on any filed cost reports within three years of the <ate of filing and 
issue a final settlement: on a time schedule that conforms c >  Federal law and 
regulation. If thestatedecidesnottofieldaudit c. facility a final 
reimbursement notice may be issued based on the desk audited settlement. The 
state may reopen and field audit any cost report after ti-:? final settlement 
noticeto comply withFederal 12: andregulationor to enforce laws and 
regulationsprohibitingabuseof the Medicaidprogram a n i  particularly the 
provisions of this reimbursement plan. 
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.0105 RETURN ON EQUITY 

(a) In addition tothe prospectiveratesdescribed in Rule ,0104, 


proprietary providers are eligible
to receive a return on equity capital 

payment eachyear.


(b) 	 Effective October 1, 1993, the rate of return shall equal the lower of 

11.875 percent or the appropriate interest rate for the cost report

period as prepared and published by the Office of the Actuary, Health 

Care Financing Administration Nursing
for Proprietary Skilled 

Facilities. 


(c) The rate is calculated on a capital base determined to be the total 

assets of the provider, its related home office, if any, that are 

required to provide nursing care less related liabilities.
The value of 

the fixed assets is the historical cost less accumulated depreciation of 

buildings and improvements, all equipment, and vehicles. Leases and 

directcapitalizedexpenditures are not to be included in this 

calculation. Working capital shall not be recognized beyond a level 

equal to 16.5 percent ofthe facility's total annual cost. 


(d) Liabilities must include all liabilities related to the assets of the 

facility regardless of nature or named payor. If the state determines 

that the liability has been incurred to acquire an asset named on the 

balance sheet that liability shall
be counted. 


(e) Providers have a positive obligation to identify all liabilities that 

may bear upon reported assets. Failure to disclose a liability later 

determined to be related to a reportedasset shall resultin a 

suspension of Return on Equity payments for the year(s) in which the 

failure occurred and up to five additional years at the discretion of 

the state. If the state determinesthat the provider's failure to 

report a related liabilitywas an unintentional oversight,the potential

five year penalty shall not be applied.


(f) The value of assets andrelated capital indebtedness when asset 

ownership changes shall be established in conformance with the 

provisions of Rule.0104(c). 
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.0106 RECONSIDERATION reviews 
P r o v i d e r s  may e i the r  agency  de te rmina t ions  or( a )  accep t  r e imbursemen t  

r e S u e s t  a r e c o n s i d e r a t i o nr e v i e ;  i n  accordance w i t h  t h ep r o c e d u r e ss e tf o r t h  i n  
10 ncac 2 6 K .  

( b )  I n d i r e c tr a t e ss h a l ln o t  be a d j u s t e d  on r e c o n s i d e r a t i o nr e v i e w .  
( c )  A d i r e c tr a t e  may be a d j u s t e do nr e c o n s i d e r a t i o nr e v i e wi f  a provider  

can e s t a b l i s h  t o  t h e  s a t i s f a c t i o n  o f  t h es t a t ea g e n c yt h a ts u c ha na d j u s t m e n t  i s  
n e c e s s a r yt op r o t e c tt h eh e a l t h  and s a f e t yo f  i t s  p a t i e n t sa n dt os u s t a i n  its 

v i a b i l i t y .  A f a c i l i t y  i s  c o n s i d e r e db e  v i a b l e ,  andf i n a n c i a l  t of i n a n c i a l l y  
n o t  f o r  a r a t e  i f  m e d i c a i d  ratet h e r e f o r ee l i g i b l e  a d j u s t m e n t ,  i t s  t o t a l  


paymentsandre turnonequi tyexceeded  i t s  t o t a lM e d i c a i dc o s t  2 s  reported i n  

t h e  mos tr ecen ttwe lve  month c o s tr e p o r t .P r o v i d e r sa r ee x p e c t e dt ou t i l i z e  211 


f u n d sa v a i l a b l e  t o  t h a t  p a t i e n t sp r o v i d e  :he s e r v i c e s  t h e i r  n e e d .  Once a 
p r o v i d e rh a sr e p o r t e d  a loss f o r  a twelvemonthperiodbeginningOctober  1 and 
endingSeptember  3 0 ,  a d i r e c tr a t ea d j u s t m e n tc a nt h e nb en e g o t i a t e df o r  :he 
f o l l o w i n g  t h a n  n e c e s s a r yy e a r  a t  a l e v e l  no g r e a t e r  w h a t  i s  a b s o l u t e l y  f o r  
p a t i e n tc a r ea n d ' - f o rt h ef i n a n c i a lv i a b i l i t y  o f  t h ef a c i l i t y .  The a d j u s t e d  rate 

e x c e e d  e s t a b l i s h e d  by ?::lea p p l i c a b l e  maximum d i r e c t .  a sc a n n o t  t h e  r a t e  
.i: '102(b)( 4 )  and ( 5 ) .  

( d )  D i r e c tr a t e s  may a l s o  be a d j u s t e dw i t h o u tr e g a r dt ot h ep r o v i s i o n s  of 
. 0 1 0 6 ( c )o ft h i sS e c t i o nf o rt h ef o l l o w i n gr e a s o n s :  

(1 )  t oc o r r e c te r r o n e o u s  data in t h er a t eb a s e ;  
( 2 )  t o  accommodate an;; c h a n g e s  o r  minimumt h e  minimum s t a n d a r d s  

l e v e l so fr e s o u r c e sr e q u i r e di nt h ep r o v i s i o no fp a t i e n tc a r e  :-.?i 
a re  mandated by s t a t e  or f e d e r a ll a w s  or r e g u l a t i o n ;  

( 3 )  m a i n t a i n  l e v e l s  w i t ht o  s e r v i c e s  a n y  :-:ea t  c o m m e n s u r a t e  
a d j u s t m e n t st h a ta r ea l l o w e db e t w e e nt h eb a s ey e a ra n dt h ey e a r  i n  
w h i c ht h er a t e sd e r i v e df r o mt h a tb a s ey e a ra r ef i r s te f f e c t i v e .  
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Facilities 

(e) Adjustments to reimbursement settlements shall be made on the basis
of 

the reimbursement principles set forth in this plan or incorporated here by

reference (See Rule.0104(e)). 


-0107 paymentASSURANCE 

(a) The state will payeachproviderofnursingcareservices,who 


furnishes the servicesin accordance with the requirements
of the State Plan and 

the Participation agreement,
the amount determined under the plan. In addition, 

NursingFacilitiesmustbeenrolledintheTitle XVIII Program.However, 

State-operatednursingfacilitiesarenotrequired to beenrolledinthe 

Medicare program.


(b) In no case shall the payment rate for services provided under the plan

exceed the facility's customary charges to the general public for such services. 


(c) The payment methods and standards set forth herein are designed to 
enlisttheparticipation of any provider who operatesafacilityboth 
economically and-efficiently. Participation in the program shall be limited to 
providersofservice who accept, as paymentinfull,the amounts paidin 
accordancewiththeStatePlan.Thisreimbursementplaniseffectiveupon

for
approval of the State Plan medical Assistance. 
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Facilities 

(d) In all circumstances involving third party payment, Medicaid is the 
payor of last resort. No payment will be made for a Medicaid recipient who is 
also eligible for Medicare, PartA, f o r  the first 20 days of care rendered to 
skilled nursing patients. Medicaid payments for coinsurance f o r  such patients
will bemade forthesubsequentthroughthe100thday of care.The 
Division of Medical Assistance will pay an amount for each dayof  medicare Part 
A inpatient coinsurance, the totalof which will equal thefacility's medicaid 

per diem rate less any Medicare Part A payment, but no more than the medicare 

coinsurance amount. In the case o f  ancillary services providers are obligated 
to: 

(1) maintain detailed records or charges for all patients;
(2)billtheappropriateMedicarePart B carrierfor all services 

providedtoMedicaidpatientsthatmaybecovered underthat 

program; and 


( 3 )  	 allocate an appropriate amount o f  ancillary costs, based on these 
charge records adjustedto reflect Medicare denialsof coverage, to 
Medicare Part B in the annual cost report. For failure to comply

with this requirement, the state may charge a penaltyof up to 5 

percent of a provider's indirect patientcare rate for each day of 
care that is provided during the fiscal year in which the failure 
occurs. This penalty shall not be considered an allowable cost for 

cost reporting purposes.


(4) 	 properlybillMedicareorotherthird-partypayors or have 

disallowance of any
related cost claimed as medicaid cost. 

(e) The state maywithholdpayments t o  providersunderthefollowing
circumstances: 

(1) 	 If the state has a reasonable expectation that the provider will 
not expend its direct rate for reasonable and allowable direct 
patient -care costs, the state may, at its discretion, withhold a 
portion of each payment so as to avoid a large amount due back to 
the state upon reimbursement settlement pursuant to the provisions 
of Paragraph .0104(e) o f  this Section. 
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T 

Payment f o rS e r v i c e s  -	 Prospect iveReimbursementPlanForNursingCare 
F a c i l i t i e s  

( 2 )  Upon p r o v i d e rt e r m i n a t i o nt h es t a t e  may wi thho ld  a sum of money from 
paymen t s  e x p e c t s  will beprov ide r  t ha t  it r e a s o n a b l y  due when f i n a l  

r e imbursemen tse t t l emen t sfo r  a l l  p r e v i o u sp e r i o d s ,i n c l u d i n gt h ep e r i o d  
i n  w h i c h  t h et e r m i n a t i o no c c u r r e d  ' a r e  c o m p l e t e d .  

( 3 )  upon d e t e r m i n a t i o n  o f  any sum due the  Program uponmedica id  or  
a u t h o r i z e d  F e d e r a li n s t r u c t i o n  from a l e g a l l y  a g e n t  o f  S t a t eo r  

gove rnemen t  t o  t h es t a t e  may wi thho ld  sums m e e to b l i g a t i o n s  
i d e n t i f i e d .  

( 4 )  The s t a t e  may a r r angerepaymen tschedu leswi th inthe  l imits  s e tf o r t hi n  
f e d e r a lr e g u l a t i o n s  i n  l i e uo fw i t h h o l d i n gf u n d s .  

( 5 )  The s t a t e  may cha rgereasonab lein t e re s tonove r -paymen t s  from t h ed a t e  
t h a tt h eo v e r p a y m e n to c c u r r e d .  

( 6 )  The S t a t e  may withhold up t o  t w e n t y  p e r c e n t  of( 2 0 )  p e r  month a 
f a i l u r e  t o  f i l e  a t i m e l y  r e p o r tp r o v i d e r ' s  payment f o r  c o s t  T h e s e  

funds  will be r e l e a s e dt ot h ep r o v i d e ra f t e r  a c o s tr e p o r t  i s  a c c e p t a b l y  
f i l e d .  The p r o v i d e r  ;ii11 exper iencedelayedpaymentwhi lethecheck  i s  
rouged t o  t h eS t a t e  and s p l i t  f o rt h em o u n tw i t h h e l d .  

.0108 REIMBURSEMENT methods FOR STATE-OPERATED FACILITIES  
( a )  A c e r t i f i e d  n u r s i n gS t a c e - o p e r a t e d  f a c i l i t y  i s  r e i m b u r s e dt h e  

c o s t s  a r e  t o  m e e t  n e e d si t sr e a s o n a b l e  t h a t  n e c e s s a r ye f f i c i e n t l y  t h e  

p a t i e n t sa n dt oc o m p l yw i t hf e d e r a la n ds t a t el a w sa n dr e g u l a t i o n s .  The costs 

; r ed e t e r m i n e di na c c o r d a n c ew i t hS e c t i o n s  .01C3
and .0104 e x c e p tt h a ta n n u a l  
c o s tr e p o r t sa r er e q u i r e df o rt h ef i s c a ly e a rb e g i n n i n g  on  J u l y  1 andending 011 

f o l l o w i n g  D i v i s i o nt h e  J u n e  30 and must be s u b m i t t e d  t o  t h e  o fm e d i c a l  
a s s i s t a n c e  on o rb e f o r et h es e p t e m b e r  30 t h a ti m m e d i a t e l yf o l l o w st h eJ u n e  30 
yearend.Payments  will besuspended i f  r e p o r t sa r en o tf i l e d .  The D i v i s i o n  o f  
m e d i c a lA s s i s t a n c e  may e x t e n dt h ed e a d l i n ef o r  f i l i n g  t h e  r e p o r t  i fi n  i t s  v i m  
g o o dc a u s ee x i s t sf o rt h ed e l a y .  The m e d i c a r ep r i n c i p l e sf o rt h er e i m b u r s e m e n t  _ _  _ _
o f  s k i l l e dn u r s i n gf a c i l i t i e s  with be u t i l i z e df o rt h ec o s tp r i n c i p l e st h a ta r e  
n o t  s p e c i f i c a l l y  a d d r e s s e d  i n  t h eS t a t eP l a n .  

( b )  A pe rd iemra tebased  on t h ep r o v i d e r ' se s t i m a t e da n n u a lc o s td i v i d e d  
t o  make in t e r im  a u d i tby p a t i e n td a y s  will be u s e d  paymen t s .  A d e s k  a n d  2 

t e n t a t i v es e t t l e m e n t  will be pe r fo rmedoneachannua lcos tr epor ttode te rmine  
amountMedicaid costthe paymentsthe of  reasonable  amount  o f  in te r im 

r e c e i v e d  by t h ep r o v i d e r .  
( c )  Any payments i n  e x c e s s  of c o s t s  will be refunded t o  t h eD i v i s i o n .  Any 

c o s t si n  excess ofpayments will b ep a i dt ot h ep r o v i d e r .  An a n n u a lf i e l da u d i t  
performed by a q u a l i f i e di n d e p e n d e n t  t o  t h ewill be a u d i t o rd e t e r m i n e  f i n a l  

Se t t l emen tamoun t s .  
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